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THE EVOLUTION OF SOVIET RUSSIA 
By JAMEs P. GoopRICH 
Governor of Indiana, 1917-1921 


Address delivered before the Lecturers’ Conference on Public Opin- 
ion and World Peace, in Washington, D. C., December 9, 1922. 


The Russian Socialist Federated Soviet Republic 
has just completed the fifth year of its stormy career. 
Since the date of its birth in November, 1917, it has 
had many difficulties to overcome. It has fought 
against the Central Powers and the Poles, French, 
English, Japanese, Czecho-Slovaks, Cossacks, and 
even the Americans have invaded its territory. 

Denikin, Kolchak, Wrangel, Yudenich and numer- 
ous other White leaders backed by foreign gold have 
marched up and down the country, destroying rail- 
roads and bridges, ravaging, burning and carrying 
away live stock, taking many of her chief cities and 
reaching at one time even to the gates of Petrograd. 
Never claiming the support of a majority of the 
people, frankly admitting that their government 
was the dictatorship of the proletariat, they have 
beaten down all opposition and today are so firmly 
entrenched in power that no one familiar with the con- 
ditions in Russia will contend seriously that there is 
any hope of changing the government through coun- 
ter-revolution, but! generally will concede that what- 
ever changes may come to pass, will come only through 
the orderly processes of evolution. 

This is not a pleasant statement for the social revo- 
lutionists, nor for the remnant of the old Imperialist 
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class who are getting more and more out of touch with 
their native land and never again can go back and 
wield any influence in its affairs. The Imperialists 
may meet in Paris as often as they like and may elect 
a successor to the late Czar, but he will never wear the 
crown. There is no demand whatever for the restora- 
tion of the monarchy. Russia is through with the 
Romanoffs and their kind forever. She knows that 
by their graft and bureaucratic inefficiency they cost 
her the victory in the Russo-Japanese War and she 
has not forgotten how they sent millions of half-armed, 
ill-equipped Russian boys to slaughter against the 
deadly German military machine. 

SO when the change does come—when out of the 
present unfortunate situation a settled responsible 
government shall emerge—it will be a democracy, 
and not an autocracy, either of the Czar or of the 
proletariat. 

The Bolshevists, too, have had their dream shat- 
tered. Their dream was of a world governed by the 
working classes. Their success in Russia was to be but 
the first step in freeing the governments of the world 
from the bonds of the capitalist classes and placing 
all power in the hands of the workers. 

When Bela Kun succeeded in seizing power in Aus- 
tria, they expected the workers in Germany, France, 
England, and even in America, to start the revolution 
that was to destroy the capitalist governments and 
erect on their ruins communist governments. They 
were grievously disappointed when their hopes were 
not realized. 

According to the Marxist theory, the social revolu- 
tion should first have happened in the country with the 
oldest and most highly developed industrial order, 
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with a large property-less laboring class. It should 
have begun in England. It was all wrong that it 
should first have happened in Russia with no special- 
ized working class and without the centuries of indus- 
trial development necessary to prepare the soil for 
the growth of communism. 

When, in November, 1917, the Communist Party 
suddenly came into power in Russia, it found itself 
challenged to put into practice the Utopian theories of 
government proposed by Karl Marx. For the first 
time in history, communism was to be put to the 
pragmatic test on a large scale. 

In Russia, the most backward industrial country in 
Europe, an attempt was to be made to answer in the 
affirmative the question laid down by Marx: “Can a 
form of society be devised, with man as he is today, in 
which the interest of the individual is subordinated to 
that of society and in which individual self-interest 
does not conflict with the interest of others?” 

The theorists and dreamers, for years from behind 
prison bars and in exile, had pictured to the world and 
to the millions in Russia, groaning under the oppres- 
sions of the most corrupt and inhuman autocracy that 
ever cursed a people, the beauties of the socialist 
state and its superiority to the capitalist states of the 
world. Then they suddenly found themselves in con- 
trol of the destinies of more than one hundred million 
people with the challenge to put into practice the 
theories they had so long proclaimed. 

That Lenin and the leaders of the Communist 
Party did not contemplate the immediate nationaliza- 
tion and socialization of the industrial life of Russia is 
evidenced by the steps taken following the October 
Revolution. The original idea, as shown by the decree 
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of December 29, 1917, seems to have been to national- 
ize, so far as nationalization was to take place at all, 
only the “heavy” or basic industries, such as coal, 
iron, metallurgical enterprises, transportation and the 
land. Other industries were to be left under the man- 
agement of the original owners, who were to carry on 
just as before, save that they would be operating as 
the agents of the state. 

[t was soon discovered, however, that the original 
owners did not, or could not, function efficiently as 
agents of the state. An increasing demand came from 
the left wing of the party to get rid of the old bour- 
geois managers, to place the workers in control of the 
industries, and so hasten the day when their dreams 
would be realized and the profits that formerly en- 
riched the capitalist owners would go to the workers 
and raise the general standard of the life of the people. 

The Bolshevik literature of 1918 and 1919 clearly 
shows that the party was by no means a unit in favor- 
ing the immediate transition from the old capitalist 
system to state production and consumption on com- 
munist principles. 

The fight was won by the left and the government 
moved steadily forward with its program of the social- 
ization of the economic life of the country, and by 
1920 the process had been completed by formal de- 
crees and action taken thereunder. Everything was 
nationalized. The land and all improvements were 
declared to be the property of the state. 

All means of transportation, industries of every 
kind, banks, stores, all were nationalized and taken 
over by the state. 

The possession of gold and silver money was pro- 
hibited and whenever located was confiscated, for 
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there was to be no need of money in the new social 
order. 

Later on, when economic pressure forced the issue of 
the Soviet paper ruble, it was not made a legal tender, 
was not money, and on its face indicated that it was 
but a mere “counter.” 

There were to be no drones, no parasites to live and 
fatten off the toiling masses. Interest, rent and all 
other capitalist devices, by which those who neither 
toiled nor spun, grew rich and prospered, were abol- 
ished. 

If one did not work, neither could he eat. To the 
worker, to those who gave their services to the state, 
everything was to be free. The use of lands and 
houses furnished and equipped with the property 
taken from those who had a surplus was to be the por- 
tion of each worker. An elaborate system of ration- 
ing was established—food and clothing cards were 
issued to the workers. The use of the railways and 
public utilities was free and professional services of all 
kinds were rendered without charge. 

Buying and selling were prohibited by law and made 
a capital offense and nothing was left of the vast organ- 
ization for the sale and distribution of goods in 
Russia save the petty trading in the markets or 
bazaars, which the government never was able to 
close completely. 

Many a Russian peasant was shot as a food specu- 
lator for selling the surplus food stuffs he raised and 
secreted, and many a merchant suffered a similar 
fate for attempting to sell the goods he had secreted 
to escape confiscation. 

In the country, men who employed labor, who had 
lived upon income received from rents, interest or 








210 


other income not the direct result of their own labor, 
had no right to vote. 

The kulak, or rich peasant, was deprived of all his 
surplus goods. The property of the large estates gen- 
erally was confiscated and distributed by the state. 

Committees of the “poor peasants” were organized 
and given full charge of the communes and villages. 
They assumed control of the village life of Russia, 
rode rough shod over all opposing them and controlled 
the affairs of the peasants of Russia with a vigor that 
was equalled only by their appalling ignorance and 
lack of administrative ability. 

The peasant was required to deliver to the state by 
a system of requisitions all his surplus food products 
to be distributed to the urban workers who in turn 
were to supply the peasant with his clothing, agricul- 
tural implements and the things he did not produce. 

The peasant never did accept communism. He is 
by instinct, training and tradition individualistic and 
capitalistic. 

As Lenin well said in his speech on “Work in the 
Villages” on November 19, 1919: 

“Peasants are mostly conservative. With diff- 
culty they forget the past. With greater tenacity 
than others do they resist the possibility of changes. 

“They stand for capitalism in a single body. En 
masse they are dissatisfied with the change that has 
occurred. 

“Although private property in land has_ been 
abolished, yet the economy remains in the hands of 
the peasant. He remains the owner in regard to the 
means of sustenance. Being the owner of the re- 
mainder of the grain he becomes the exploiter of 


those who have no grain at all. 
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“The peasant must give his surplus to the state 
in the form of a loan. At present we can give 
him nothing in return.” 

The peasant with his hard common sense paid no 
more attention to the empty words about a loan than 
he did to the decree nationalizing the land. He saw his 
surplus crops taken away year by year and nothing 
given in return, save a receipt by the officer taking the 
grain, payable in Soviet rubles, which decreased in 
value to the vanishing point long before he could 
receive them. 

When he asked for clothing he was told they had 
none to give; when he wanted implements for his farm 
he received nothing and even when he called the village 
doctor, who was to serve him free, he could get him 
only by secretly giving him a pood of food. 

The effect of the new policy was shown in the rapid 
decrease in the area cultivated. It has decreased in 
present European Russia, exclusive of the Ukraine, 
from 43,000,000 dessiatines in 1916-17 to 25,000,000 
dessiatines in 1921-22, or 42 per cent. 

The decrease has not been uniform throughout Rus- 
sia. In that part of Russia which did not raise enough 
food for its own use and which was known as the con- 
suming area, the decrease from 1916-17 to the year 
[921-22 was but 16 per cent, while in the producing 
part of Russia which ordinarily produced a surplus 
of food stuffs, the decrease in the same period was 
45% per cent. 

The reason for the unequal decrease in production 
is largely accounted for by the fact that in the consum- 
ing area the requisition for the three years prior to 
1921 averaged 2.1 poods per dessiatine, while in the 
producing area it was 5.9 poods or nearly three times as 
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much as in the non-producing region. As the normal 
vield per dessiatine is approximately the same in both 
regions, the burden on the peasant being so much 
heavier in the latter has no doubt been a contributing 
cause of the decreased production. An additional 
cause may be found in the fact that in the first two 
vears, I918-19, a great many irregular requisitions 
were made in the producing district. It was also 
through this region that the civil war produced the 
greatest destruction. 

There was no doubt, however, in the minds of Lenin 
and his associates as to the main reason for the decrease 
in the area of crop planted. Lenin, in his speech before 
the Russian Assembly for Political Education on 
October 19, 1921, in defending the new economic 
policy previously adopted, said: 

“The requisition of the surplus system in the 
country districts and the immediate communistic 
taking up of the tasks of construction in the towns 
hindered the increase of the productive force and 
proved to be the fundamental cause of the profound 
economic-political crisis which was encountered 
in the spring of 1921.” 

So long as the Whites threatened Russia, so long as 
the civil war continued, with the threat of the return of 
the landlords if the Whites should be successful, the 
peasant gave up his surplus food stuff. The civil war 
came to an end in 1920, the last of the White leaders 
had been driven out of Russia before the close of that 
year and the peasants, who never had accepted com- 
munism, who never had yielded up their right to the 
soil and the right freely to sell their surplus food, began 
to assert themselves. On October 15 of that year a 
conference of three thousand representatives of the 
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peasants met in Moscow and addressed the government 
in terms that indicated they felt they were standing 
upon solid ground. They boldly said: 

“We want to know what we are expected to do. 
We want our duties defined. We know that from the 
communist standpoint we are petty bourgeois, yet we 
are the backbone of Russia and only from us can the 
social revolution derive its strength and resisting 
power. We demanda fixed tax payable in kind and the 
right after the payment of the tax to sell the surplus.” 
Mr. Olgin, one of the ablest Bolshevik writers in 

Soviet Russia, in November, 1921, said: 

“Keen as was the desire of the peasants to defend 
their land against the Whites, eager as they were to 
cooperate with the Soviet Government, they could 
not be induced individually or collectively to increase 
the productivity of the land of which all the surplus 
would be requisitioned by the state. The low yield 
in 1920 was a warning to the Soviet administration 
that something had to be done to increase the pro- 
duction of food.” 

The Central Executive Committee of Soviets met in 
May, 1921, and discussed the alarming situation that 
had developed in the agricultural system of Russia. 
It recommended in Section 6: 

“The development of a system of bonuses in 
kind for the workers and the substitution of a tax in 
kind for the former policy of requisition.” 

Mr. Rykov, former President of the Supreme Coun- 
cil, now a member of the Executive Committee of the 
Communist Party and one of the trusted leaders of the 
Soviet Government there said: 

“There are many of us who look upon the new 
tax in kind as a political measure, as a pact between 
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the proletariat and the petty owner, the petty bour- 
geois element. It seems to me that the roots of the 
change lie much deeper. We have observed a de- 
crease of the planted area, the decrease of the crops 
per acre and an almost total disappearance of our 
surplus flax, hemp, oil seeds, etc. 

“The reason is that under the conditions of food 
requisition, the small owners are not interested in en- 
larging their farms. The new tax in kind means tak- 
ing from the peasants only a part, possibly a very 
small part of their products to go to the state and a 
free hand to do with the rest according to their wish. 
This means a reestablishment of the institution of 
private property in the bourgeois sense of the word, 
and it inevitably leads to the development of the rul- 
ing bourgeoisie on an economic basis.” 

The most encouraging feature of this evolution in 
the communist system with respect to agriculture is 
that it was an involuntary change. Faced with the 
decreasing production of the land, confronted with a 
food shortage throughout Russia, knowing the deter- 
mination of the peasant no longer to produce, unless 
after paying a reasonable tax he could do as he pleased 
with the surplus, the Soviet Government, by the 
action of its Congress in May, 1921, established pri- 
vate property and free trade among the peasants. 

In May, 1921, in referring to the changed policy, 
Lenin said: 

“The peasants that form the majority of our 
population and even the majority of the inhabitants 
of our towns and cities were protesting. The 
situation was critical, so we decided unanimously 
for the change of policy necessary and instituted a 


new system more in accordance with their needs.” 
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Since the action of Congress in 1921, Lenin has re- 
assured the peasant that “there will be no attempt 
made to return to the system of requisition or to in- 
terfere with his right freely to dispose of his surplus.” 
Other and far reaching changes have been made in 
the agricultural system. Prior to the war the lands of 
Russia were held partly by the Imperial family, 
partly by the Church, and much of it by large landed 
proprietors, but mainly by the peasants themselves— 
in the Ukraine and Siberia as individuals, but in most 
of the balance of Russia as collective peasant societies 
or communes, an institution which has persisted in 
Russia for more than a thousand years. These col- 
lective societies or communes varied in size from a 
few score of people to several thousands. The land 
of such communes could neither be bought nor sold 
in individual parcels. The title rested in the commune 
and was allotted to the heads of families of the com- 
mune from year to year in proportion to the number 
of souls in the entire commune. Under this system, 
the peasant never knew from year to year the parti- 
cular parcel of land that might be assigned to him. 
During the later years of the empire, in the inter- 
ests of improved agriculture, an attempt was made 
under the leadership of Stolypin to break up this com- 
munal ownership and to encourage the peasants to 
divide the land so that each one might be interested 
in building up the fertility of the soil, and such indi- 
vidual owners were to be accorded the right to sell or 
mortgage their individual holdings. In February, 
IQId, following the revolution in October, I9I7, a 
law was passed nationalizing the land. In December, 
1921, the Ninth Congress of the Soviets declared the 
necessity for “secure land possession” conforming to 
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local economic conditions. In May, 1922, further 
legislation was enacted restating the “fundamental law 
of land possession.” 

This decree again repeats its declaration that the 
land belongs to the state, but the important point is 
the complete abandonment of the principle that “all 
forms of the individual use of the land should be re- 
garded as merely temporary,” by now proclaiming 
that the peasant must be left free to choose the form 
of land cultivation which he regards as most suitable. 
[t further gives to the peasant the perpetual hereditary 
possession of land cultivated by his own personal 
labor. The possession is now made perpetual and 
hereditary with the right of transmission by deed, 
devise or descent except, first, if the entire family 
refuse to accept the right; second, if the family give 
up farming; third, if the family die out, and, fourth, 
if the family emigrate. 

The laws of 1918 and 1919 definitely favor all forms 
of collective farming; the new law goes back to the 
principle of the Stolypin laws by granting, in addition 
to the above rights, the right of any member of a com- 
mune to have his portion of land surveyed and allotted 
to him in perpetuity. Leasing of farms is also per- 
mitted under the law, although this privilege is hedged 
about by many provisions. Again, the law of 1919 
contained very inelastic provisions concerning the 
hiring of labor. In general, hiring was permitted only 
on Soviet estates. The new law is more elastic. It 
permits hiring even on a single farm. Furthermore, in 
the region where there is much land, and small pop- 
ulation, the employment of hired labor is permitted to 
the extent to which it may be required by the best 


agricultural practice. The law is a distinct recognition 
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of the individualistic tendency of the mass of the peas- 
ants, yet coupled with a continued attempt to guard 
against a return to “economic inequality” and the 
creation of a landlord and tenant class. The support- 
ers of the new law claim that it will satisfy the individ- 
ualistic sentiment of the peasant, stimulate his activ- 
ity, lead to restoration of the cultivated area and a 
general agricultural recovery and improvement. 

Whatever else is said, there can be no doubt that the 
law indicates a most important reversal of policy and 
shows a willingness on the part of the government to 
face the facts and break away from the domination of 
mere phrases. In view of the fact that the peasant 
today constitutes atleasteighty-fivepercent.of Russia, 
it is most significant that a communist government 
dominated by the workers, as it is, should make con- 
cessions of such far-reaching importance as to restore 
private property to the peasant in everything but 
the legal title to land, with free trade, and appeal to 
individualistic and capitalistic sentiment by guaran- 
teeing to everyone, and to his children after him, the 
possession of a particular piece of land. It is a most 
striking proof of the rapid evolution of the communist 
government toward capitalism. 

It is true that the leaders still contend that this 
change is but temporary; that, the title resting in the 
state, possession can be recovered at any time; but 
under the Roman Republic and Empire, no Roman 
citizen ever held title to a single foot of land. Neither 
does anyone in the City of Baltimore hold title to the 
fee of his land. But the economic forces that brought 
about the change in the policy of the government will 
grow stronger as the peasant, under the impetus of the 
new law, increases his production and accumulates 
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wealth. These same forces will not only prevent the 
government from ever taking a backward step, but 
will steadily drive it on until Russia is as individualistic 
as America. 

The change in the industrial policy has been no less 
marked than that in the agricultural policy. Follow- 
ing the nationalization of the industries of Russia, 
the government took possession of all of the large 
industries, numbering about four thousand. The petty 
industries in the various cities and communes were not 
nationalized. At first, they were operated through 
“centers,” under the direct control of the government. 
The factories and industries generally were operated 
and controlled through the collegium or shop com- 
mittee. The “piock” or rationing system was put in 
effect and each worker received a card that entitled 
him to a certain amount of food and clothing at the 
government storehouse. Now that the capitalist 
owners had been superseded by the workers, it was 
expected that production would increase, that the 
profits that formerly went to the owners would now 
pass to the state and result in the general improve- 
ment of the condition of the workers. Exactly the 
opposite result happened. Decreased production fol- 
lowed in every industry in Russia. The number of 
employees increased in all branches of industry. The 
raw materials that had accumulated in the various 
factories are being rapidly exhausted and the decreased 
efficiency of the worker has caused a great rise in the 
price of commodities. 

In the railroad service it required seven men in 
1921 to move as much freight as one man moved in 
1916. It required more than twice as much coal to 


move a locomotive one mile in 1921 as it is did in 1916. 
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The coal production decreased from 3,300,000 tons a 
month in 1916 to 827,000 tons in 1921. The average 
annual production per worker was 165% tons in 
1916, while in 1921 the average was but 18.4 tons. 
In 1916 Russia produced 348,000 tons of pig iron per 
month. She produced but 9,533 tons per month in 
1921. Assuming $1.00 as an average daily wage, 
and the average days worked each month as twenty, 
the labor cost of a ton of pig iron in 1921 was $83.00. 
In the textile industry which before the war was one 
of the greatest and most rapidly growing industries of 
Russia, a total of eight million spindles were in opera- 
tion, spinning 2,138,000 poods per month. In 1921 
but 1,250,000 spindles were in operation, using 169,- 
417 poods per month. Prior to the revolution, Russia 
was exporting beet sugar and the industry was grow- 
ing very rapidly. In 1916, 660,000,000 poods of sugar 
beets were produced against 47,000,000 in 1921; 
91,300,000 poods of sugar were made in 1916 as against 
5,500,000 in 1921. The yield per dessiatine was 880 
poods in 1916 and but 154 poods in 1921. The amount 
of produce per worker in 1916 was 4,633 poods and 
but 118 poods in 1921. The cost of sugar to the con- 
sumer was nine to ten cents a pound in gold 1916. 
The government trust in charge of the industry is sell- 
ing it now at thirty cents gold per pound and losing 
money on every pound it sells. It required, in 1921, 
six men to produce the same amount of sugar as one 
man produced in 1916. 

The only comparatively bright spot in Russia’s 
industries is the petroleum industry with a produc- 
tion of 20,558,330 poods per month in 1921 against 
50,100,000 poods per month in 1916. In thirty-three 
industries other than the above-named, the value of 








220 


the products has decreased during the same period 
from 580,030,000 gold rubles to 65,610,000, or 12.1 
per cent. While this falling off of production was due 
in some measure to the World War and to the civil war 
which followed, to the disappearance from Russia of a 
large number of technicians, superintendents and 
managers of Russia’s industries, which were to a con- 
siderable extent operated by the Germans, yet there 
was no doubt in the minds of the leaders of the Com- 
munist Party and of Lenin himself but that the prin- 
cipal contributing cause was the socialization of these 
industries, the placing in charge of inexperienced, 
ignorant workers, the control of the industries through 
shop committees or collegia and the disappearance of 
the individualism and self-interest that marked the 
old capitalist system of private property. 

The worker would not work and produce when he 
only got a food ration of doubtful value and of uncer- 
tain quantity. Those in charge of the government 
realized that something must be done. Trotsky, in 
June, 1920, in his very able pamphlet on “Terrorism 
and Communism,” called attention to the decreasing 
efficiency of labor and advocated the abandonment of 
the shop committee or the collegium and the institu- 
tion of piece work and a system of bonuses. He said, 
“Man strives to avoid labor. Industry is not at all 
innate in him. It is created by economic pressure and 
social education.” 

Pointing to the decreased production of the Rus- 
sian workers, he said: 


“It is impossible to build up socialism on de- 
creased production. The growth of civilization is 
measured by the productivity of human labor and 
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every new form of society must pass the test on this 


donkey.” 

He urged the conscription of labor and the driving 
of men to their tasks under the severest military disci- 
pline, and in answer to his opponents, said: 

“If it is true that compulsory labor is unproduc- 
tive as the Menshevik resolution states, then our 
whole constructive program is doomed to failure— 
and you can place a cross above socialism.” 

He directed attention to the inefficiency of the shop 
committee or collegium in charge of the operation of 
the nationalized industries. 

“No collegium,” he writes, “formed out of per- 
sons who don’t know the job is capable of supersed- 
ing one man who does know the job. A collegium of 
invalids can not take the place of a doctor. The 
whole idea is wrong. The collegium itself cannot 
give knowledge to the ignorant. It only serves to 
conceal the ignorance of the ignorant. If you ap- 
point a person to a responsible post, then it is soon 
clear not only to himself but also to others how much 
he knows and how much he doesn’t know.” 


Lenin opposed the conscription of labor and suc- 
ceeded in defeating Trotsky’s proposal. Instead of 
that they set up a bonus and piece work system. Shop 
committees and the right of workers to control in the 
management of the factory were abolished, with the 
result that in many instances the efficiency of the 
workers has been largely increased. 

In 1921 the government, realizing the inefficiency of 
the worker, and the largely decreased output of the 
industries of Russia, made a radical change in the 
conduct of its economic life. By a decree of August 
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12, 1921, the “centers” were abolished and there were 
created what are known as “state trusts” to take charge 
of the leading industries of Russia. These trusts, 
authorized by law, are corporations in which the gov- 
ernment is the sole stockholder, and somewhat similar 
to the grain corporation created by the American Con- 
gress during the World War but with far different re- 
sults. Three hundred and fifty-six of these trusts have 
been formed, including 3,103 separate establishments, 
which employ 638,200 workers. These trusts cover every 
branch of industry, the largest number being in textiles 
where fifty trusts were created covering 474 different 
establishments. By divorcing the management of these 
trusts from the old plan of operating through “cen- 
ters,” and the abolishment of the collegium it was 
hoped to increase the efficiency of management and 
workers and greatly to increase the output. The pay- 
ment of fixed wages was substituted for the rationing 
system. At first the new system gave considerable 
promise of success. The partial freeing of industrial 
enterprises from state control gave them greater 
autonomy in carrying on their operations and acted 
as a stimulant. Freedom to purchase materials in the 
open market brought out from their hiding places 
considerable quantities of raw material. Wages under 
comparatively free negotiations between the trusts 
and the unions rose rapidly and aroused labor to 
increased productivity. The record shows that pro- 
duction has increased, yet in all except the coal and 
oil industries it has been largely through the utiliza- 
tion of old stocks of material which are now showing 
signs of exhaustion. The progress of production, 
however, has been made not in accordance with the 
demands of the market, but with plans prepared by 
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the trusts for increasing the output. Production has 
continued and has increased, but, owing to the rapid 
fall in the value of the ruble and the equally rapid rise 
in wages and by the continued inefficiency of the 
worker, the cost of production far exceeds any pos- 
sible price that can be obtained in competition with 
the same materials produced in other countries and 
imported to Russia. This has resulted in a large ac- 
cumulation of stocks in the warehouses which cannot 
be sold at a price that will anyway nearly return to the 
treasury the amount of money paid to the workers for 
their product ion. 

The trusts are rapidly losing money and a situation 
is approaching where disaster is inevitable. In the- 
ory, all of these trusts, being government agencies, 
should transfer goods from one to the other without 
profit. In fact, a swarm of middlemen has arisen in 
Russia operating between the various government 
trusts, charging commissions of from twenty-five to 
thirty per cent. for buying from one trust and selling 
to another. The result is that one trust reports the 
sale of an article at a given price, while another trust 
reports its purchase at a price twenty-five or thirty 
per cent. in advance. The terrific disorganization of 
finances and the excessive cost of money has added 
still further to the cost of production until all kinds of 
manufactured goods in Russia are excessively high. 

The International Harvester Company's representa- 
tive told me that the company could manufacture har- 
vesting machinery in Milwaukee, send it to Moscow 
and sell it cheaper than the company could possibly 
produce it there. The government recognizes this 
situation and is now seeking to take the third and last 
step in the evolution of the industrial life in Russia 
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by creating what they call “mixed companies.” It is 
now proposed to invite foreign capital to come into 
Russia, subscribing the new capital necessary to take 
over and operate a given industry. The government 
will contribute the manufacturing plants confiscated 
from the former owners and the raw material and nat- 


ural resources such as timber, coal or petroleum, for- 
eign capital to name three directors and the manage- 
ment, the government to name three directors and 
the secretariat, and in case of dispute, the government 
to name the seventh person. I believe this plan is des- 
tined to fail just as the centers failed and as the trusts 
failed and when this plan has failed, the government 
will then either have to invite foreign capital in upon 
conditions acceptable to it, or permit Russia to sink 
back to the level of a strictly agricultural and pastoral 
people with a consequent lowering of the standards 
of its life. 

The peasant of Russia is again becoming restless 
under the present conditions. He is satisfied so far as 
the laws touching his land are concerned. He has the 
possession of his land, private property and the right 
of free trade, but when he comes to sell his surplus, and 
he has produced a very large surplus this year, he finds 
that there is but one customer and that customer is the 
government which is now seeking to export the sur- 
plus in order to obtain gold with which to buy agri- 
cultural implements. So he finds himself in everything 
he has to sell competing in the free markets of the 
world with the cheap grains of the Americas, Aus- 
tralia and India, while the price of everything he has 
to buy is out of all proportion to the value of his grain. 

This situation cannot continue. Unless the peasant 
can sell his surplus food products at a remunerative 
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price measured by its power to purchase the necessi- 
ties of life, he will not increase his production and will 
raise only enough for his own use as he did under the 
system of food requisition. Lenin and his associates 
are far-sighted enough to see this. They realize that, 
at whatever cost, they must satisfy the peasant. When 
they finally have learned that foreign capital will not 
come in under their idea of mixed companies and will 
come only when it has the same freedom that is ac- 
corded in other countries, then,and not until then, will 
they surrender the last of their communist principles 
and go back to a capitalist basis. 

The change is just as marked in the field of labor. 
First, there were to be no wages. All were to toil in the 
workers’ and peasants’ state, not for wages but for the 
common good. 

Each able-bodied person was to contribute to so- 
ciety his labor in whatever field some official assigned 
him and was to be fed, clothed, housed and cared for in 
return. The decline in the efficiency and productivity 
of labor forced radical changes. The piece work sys- 
tem was adopted and increased food given to those 
whose skill and industry warranted it. 

In 1922, the entire economy of Russia went to a 
wage basis and a money or food wage is in effect 
everywhere. 

Measured by their purchasing power, wages in Russia 
are lower than in any other country in Europe, but as 
business revives, this condition will gradually read- 
just itself. 

The labor laws, as might be expected, are unusually 
humane and add from 20 per cent. to 25 per cent. to the 
pay roll. 

The labor cost of production, notwithstanding the 
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low wage, is far above that of Germany, France or 
England, and if a manufacturing industry is to be de- 
veloped in Russia this added cost must be compen- 
sated for through a system of tariff laws or through 
other forms of protection. 

The evolution of the financial system of Russia is 
just as marked as it is in the industrial and agricul- 
tural field. In 1917 the banks were closed. The pos- 
session of metallic money prohibited, and with the 
enactment of laws prohibiting the purchase and sale 
of merchandise, the old Czarist paper money passed 
out of circulation. Later on, answering the demands of 
the peasants for a medium of exchange that would act as 
some sort of measure of value, the Soviet paper ruble 
was authorized. The banks which had been closed by 
the government after the 1917 Revolution were still 
unopened, but the government presses continued to 
print the paper ruble and they generally were ac- 
cepted by the people in exchange for commodities. 
In December, 1921, the State Bank of Russia was cre- 
ated, capital to which was subscribed by the govern- 
ment. It first charged interest at the rate of I per 
cent. a day, expecting that this high rate would com- 
pensate for the rapidly falling value of the ruble. But 
in three months the ruble decreased from 100,000 to 
the dollar to four million to the dollar or 4,000 per 
cent. The bank, losing money under the high interest 
rate established, then changed its policy and instead 
of loaning money at interest went into partnership 
with its customers, and on every commercial transac- 
tion exacted for the loan of money one-half of the 
profits. That plan continued from March until July 
I, 1922, when the State Bank finally went to the gold 


basis, and while the rate of interest was decreased to 
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12 per cent. per annum for commercial loans and 6 per 
cent. to the peasants, anyone borrowing money must 
pay back enough paper rubles when the loan matured 
to buy the same amount of gold that the rubles bor- 
rowed would have purchased on the date the loan 
was made. This transfers the risk of the decreasing 
value of the ruble to the borrower and places the bank 
on a comparatively sound basis. Private banks have 
been authorized, as well as cooperative and commer- 
cial banks. In August, 1922,a land bank was authorized, 
also a building bank to encourage loans to peasants and 
to the builders of homes. The ruble has ceased to have 
any real value. The government undertook from 
March to July 1 to “peg” the value of the ruble and 
succeeded in maintaining it at something like four 
million to the dollar, but since that time it has fallen 
until last week an American dollar would have pur- 
chased thirty million rubles. The taxes are payable in 
kind and rye is the standard of value in taxing the 
peasants. The tax is levied in proportion to the crop 
raised. This method leads to concealment of the 
actual amount of the crop raised. 

The collection of this tax is very expensive, being 
30% of the gross. It leads to tax dodging, favoritism 
and evasion. 

It is evident the present system cannot last and the 
government will at an early date be driven to adopt 
a money tax which can easily be collected for less than 
5% of the gross and will be more equitable in its dis- 
tribution than the present cumbersome and inefficient 
method. The amount of money in circulation is en- 
tirely inadequate to the people’s needs. It never was 
adequate. Under the old régime the gold value of the 
money in circulation was $6.84 per capita. On the first 
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day of November, the gold value of all the money in 
circulation was but 86 cents per capita. 

The total paper issue up to July I, 1922, was 308 
trillion rubles and there was issued in July, 120 tril- 
lion more. If the same rate has been continued up to 
December I the amount now outstanding must be 
close to 1,000 trillions of rubles. 

It is difficult to see anything encouraging in the 
financial situation in Russia. -People pay little or 
no attention to the value of the ruble. The reports I 
received from there are that extravagance exists upon 
every hand, everyone who gets the paper ruble con- 
verts it into gold if he can and if not exchanges it for 
something of value. If he undertakes to save the 
paper ruble it may decrease 50 per cent. in value over 
night. When the Bolshevik Government confiscated 
the visible and liquid wealth of Russia and seized 
the instruments of production, it destroyed something 
more than the capital taken. It wrecked the entire 
credit system of Russia, ten times as strong as the 
capital actually destroyed. The foundation of all cap- 
ital is credit. The work of rebuilding the foundation 
has begun, but it will require long years of patient, 
honest effort before a new credit system can be estab- 
lished to meet the need of the country’s slowly reviv- 
ing economic life. 

The revolutionary government, when it seized 
power in October, 1917, had only one asset, an unlim- 
ited faith in its social and political mission and an 
unlimited will to rule. It had to fight against an active 
counter-revolution in different parts of Russia, as well 
as against foreign intervention, and to suppress crim- 
inal bands that came to the fore all over the country. 

At the beginning it is quite evident that the gov- 
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ernment deemed its task was not to establish the rights 
of individuals but to save the state by sacrificing the 
interests of the individual persons to those of the 
whole community. Democracy was repudiated and a 
strict military dictatorship was established. All exist- 
ing courts were abolished November, 1917, and the 
Extraordinary Commission or “Cheka” was estab- 
lished, with agents in every corner of Russia where the 
power of the government extended. It was the fight- 
ing instrument of the government and used its power 
ruthlessly to crush its enemies. All the usual guaran- 
tees of life and liberty were sacrificed. 
Lenin said: 

“Yes, we have introduced shootings and have 
done it quite consciously.” 

“In a country reduced to direst straits, either 
those must perish who cannot fall in line or the 
Workers’-Peasants’ Government must fail.” 

“There is not and cannot be any choice, just as 
there cannot be any kind of sentimentalism. Senti- 
mentalism is no less a crime than saving your skin 


in war.” 


The Extraordinary Commission has been abolished 
and went out of commission on January I, 1922. 

A system of courts, national, state and local, has 
been established, a new penal and civil code enacted 
with reasonable guarantees for the protection of life, 
property and the sanctity of contracts. It by no 
means measures up to Anglo-Saxon standards, yet it 
must be admitted that one’s life and liberty are as 
safe in Russia today as in any other country in 
Europe, provided always one is not perniciously 


active in politics. 
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The process of evolution is still going on. When we 
get far enough away to write an impartial history of 
the Revolution, we will marvel at the swiftness of the 
change, rather than at its slowness. 

Bolshevik leaders have often said: “The retreat is 
over,” “no further surrender to capitalism will be 
made,” “from the new economic base, we intend, at 
some time in the future, to begin the onward march 
toward communism.” They said this before the Genoa 
Conference and repeated it at The Hague. But while 
they were saying this the Central Executive Commit- 
tee and Soviet Congress were at work enacting laws 
to protect contracts, restore private property, in- 
crease inheritances, guarantee the individual and per- 
petual possession of land and establish a system of 
courts to enforce the laws enacted. 

They tell us very frankly that the time will come 
when they can again put their theories in effect and 
establish communism. But Lenin, the wisest of all 
the Bolsheviks, must know that the forces set in mo- 
tion cannot be stopped. 

On the 20th of November, less than 30 days ago, 
speaking to the Moscow Soviet, he said: 


“Even if Communists have to turn themselves 
inside out they must make our new economic pol- 
icy work.” 

“The time is past for looking on socialism as a 
‘holp Ikon.’ We must work out a practical social- 
ism for ourselves, so that not only the Communists 
but the great majority of the peasants and workers 
will admit the new régime is better than the old.” 

November 13, in speaking to the “Communist In- 
ternational” in the throne room of the Kremlin, 
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Lenin tells them that the new economic policy was 


not adopted willingly but of necessity. 


“We started the transformation too fast ; we found 
the peasants and small bourgeoisie, that form the 
vast numerical majority of our country, against us. 


To retain power we had to satisfy them.” 


And they will, as a condition to retaining power in 
Russia, be compelled to continue to satisfy them. 

In a signed statement on October 27, Lenin 
leaves no doubt of this purpose—to strengthen further 


the new economic policy. 


“It is absolutely preposterous,” he said, “to speak 
about the end of the new economic policy. On the 
contrary, the entire aim of the government is to 
strengthen the foundation of the new economic 
policy. 

“The session of the Central Executive Committee 
which is now going on is working out laws to con- 
solidate the new economic policy and render impos- 
stble any departure from 1t. 


“The hands of progress never turn backward.” 


The Russian people will restore the economy of the 
country and return to normal conditions of life even 
though they have a long path of suffering before them. 

The great Revolution has roused the people to life 
and made them master of their own destiny. A new 
nation has been born and a new Russia is slowly aris- 
ing from the confusion and doubt that surrounds it. 
The theories of the communist must give way before 
the inexorable facts of life, for life is always stronger 
than theory. Workers and peasants of Russia, as they 
advance in intelligence, accumulate property and the 
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experience that flows from an individualistic and cap- 
italist form of society, will never forsake the solid real- 
ities of life for the Utopian dream of the socialist. 

The soviet form of government, where representa- 
tion is based upon occupation and not upon territory 
and population, is not a democracy, but a very highly 
centralized form of government, far removed from 
the people and easily adapted to control by a small, 
determined minority of communists. 

An increasing number of non-communists are being 
elected to Congress each year. As time moves on, as 
the agricultural and industrial life of the nation re- 
vives, it is not unreasonable to expect that the great 
majority of the people, non-communist as they are, 
opposed to socialistic experiments as Lenin admits, 
will through the soviets, take possession of the gov- 
ernment, mould it to suit their own interests, in har- 
mony with their own aspirations and complete the 
transition now under way from communism to indi- 
vidualism. 


ADDENDA 


It is interesting to note the change in Russian law 
and economy. 

Nov. 14,1917. Workers’ Control Decree passed, giving 
Workers’ Committees complete control of all in- 
dustries, including purchase and sale of raw mate- 
rials and completed products. 

May, 1921. Law repealed. Workers’ control abol- 
ished. Individual management restored. In 
many instances former owners put in charge. 

Nov. 24, 1917. Decree passed abolishing all existing 
courts and legal institutions. 


Extraordinary Commission or Cheka established. 
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Jan., 1922. New system of courts established and local 
land courts or commissions created. Cheka abol- 
ished. 

Aug., 1922. New penal code established. Notaries 
public created. 

Dec. 16, 1917. Decree passed authorizing soldiers to 
elect all officers. 

1921. Decree repealed and all officers appointed from 
above. 

Dec. 14, 1917. All banks closed, nationalized and as- 
sets confiscated. 

Dec., 1921. New bank law passed and State Bank 
with branches established. 

Jan. 24, 1922. Credit and loan savings associations 
authorized. 

Sept., 1922. Private banks and mutual credit banks 
authorized. 

(First one opened October 2, 1922). 

Mutual credit companies; corn and food ex- 
changes, building and land banks authorized. 
Feb. 8, 1918. All debts of former Russian Govern- 

ments repudiated. 

1921 and 1922. Lenin, Chicherin, Krassin and Kam- 
eneff announced willingness of government to 
recognize and pay debts under certain conditions. 

June 11, 1918. All right to inheritances abolished. 

Aug. I, 1922. Right to inherit restored as to property 
not in excess of 10,000 gold rubles. 

\ug. 20, 1918. Following nationalization of land, de- 
cree passed prohibiting private ownership of real 
estate. 

June 1, 1922. Decree passed giving perpetual right to 
possession and right to inherit same, also to per 
mit any commune to choose any form of land 


tenure, 








Jan. 6, 1918. Decree passed prohibiting sale and ex- 
change of goods. 

May 24, 1921. Decree passed giving right, after pay- 
ment of taxes, freely to sell, purchase or exchange 
agricultural products and peasants’ petty indus- 
tries. 

Feb. 1, 1918. Decree passed authorizing housing de- 
partments to remove families from their homes 
and arbitrarily to fix their residence. 

Keb. 6, 1922. Decree passed repealing law and allow- 
ing citizens to choose their dwellings at liberty. 

June 6, 1918. Various decrees passed nationalizing 
the industries of Russia and ending with a sweep- 
ing decree, enacted November 29, 192I, intending 
fully to complete nationalization. 

Dec. 10, 1921. Decree passed, providing: 

a) That all industries not actually nationalized 
and taken over by state shall belong to former 
owners; 

(b) Where possession taken without the ap- 
proval of the President of the Peoples’ Supreme 
Council, such property shall be handed back; 

(c) Authorizing return to former owners of 
small industrial works, employing not over 20 
hands. 

June 29, 1918. All industries nationalized. 

June, 1922. Many of smaller industries surrendered 
and turned back to owner. 
Owners given preference in leasing others on long 
time leases, 50 to 100 years. 

July 7, 1921. Giving to every citizen right freely to 
engage in small handicraft and to establish small 


trading corporations and to employ labor. 


June I, 1922. Decree permitting operation of private 
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June, 1922. 
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and cooperative pharmaceutical laboratories and 


factories. 


June 1, 1922. Law protecting trade marks. 
June 1, 1922. Allowing foreigners to open offices in 


Russia. 


June 1, 1922. Allowing unrestricted private publish- 


ing houses. 

Decree allowing liberty to possess and 
circulate gold coin and precious metals. 

Decree concerning contracts and protect- 


ing the rights of the parties thereto. 


June, 1922. Protecting the holders of concessions and 


guaranteeing the fulfillment of the conditions, and 
protecting against nationalization, confiscation or 


requisition. 
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